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HUD Earmarks $10 Million to Assist Minority Builders 


HUD has earmarked more than $10 million in housing assistance funds to help minority builders and 
developers win a greater share of the homebuilding market. 


HUD Secretary Samuel R. Pierce, Jr. said contract authority of $10.2 million is being allocated to 27 
minority business organizations in 19 States, the District of Columbia, and Puerto Rico to spur the 
development of some 1! ,500 housing units for low- and moderate-income families. The Department 
funded approximately 500 units last year. 


The program was started in July 1980 to help minority business enterprises enter the mainstream of the 
housing industry. It is expected to stimulate the production of Section 8 rental-assisted housing, the 
agency’s primary program for providing shelter for low- and moderate-income people. Under Section 
8, HUD pays the difference between what an eligible low-income tenant can afford to pay and the fair 
market rent of a housing unit. The program also is expected to generate more than 2,000 construction 
jobs for minority workers, according to departmental estimates. 


When HUD invited minority builders to participate in the program last July, nearly 900 applications 
were submitted. The firms being funded now were selected from that group after careful evaluation at 
both field and central-office levels. 


HUD, Census Find Multiple Trends in Annual Housing Survey 


According to a report issued by HUD and the Bureau of the Census, single-family housing remains the 
most popular type despite an increase in the number of multi-unit dwellings such as condominium and 
apartment buildings. The HUD-Census Annual Housing Survey, 1979, shows that the number of 
multi-unit dwellings increased by 26 percent from 18.8 million to 23.7 million between April 1970 and 
October 1979. Multi-unit dwellings are defined as any housing unit in a building with two or more units. 


In that same period, single-family units increased 22 percent, from 46.8 million units to 57.3 million 
units. The report also reveals that: 


@ Nonhusband-wife households increased from 19.9 million to 31.5 million, a 58 percent increase. 
Traditional husband-wife households increased from 43.6 million to 47.1 million, an 8 percent 
increase. 


@ While total households increased 24 percent, the number of black households rose 35 percent to 8.4 
million and Spanish-origin households increased 74 percent to 3.9 million. 


@ Property values increased at a much faster rate than incomes of homeowners. Values rose 185 
percent during the 1970-1979 period. The median value of homes rose from $17, 100 to $47, 100 while 
median owner income increased from $9,700 to $18,300. 











Copies of the report, Part A , General Housing Characteristics, 1979 Annual Housing Survey, Series 
H-150-79A, are available for $7.50 each prepaid from the Superintendent of Documents, U.S. 
Government Printing Office, Washington, D.C. 20402, or from Commerce district offices in major 
U.S. cities. 


FNMA Reports Net Loss for Third Quarter of 1981 


The Federal National Mortgage Association has reported a net loss for the third quarter of 1981 of 
$79.5 million, or $1.34 per share, compared with a net loss of $18.5 million or 31 cents per share for the 
second quarter of 1981. The FNMA had a net income of $5.9 million or 10 cents per share for the third 
quarter of 1980. 


FNMA Chairman David O. Maxwell attributed the third-quarter loss primarily to the corporation’s 
record cost of borrowing during the period, which exceeded 18 percent in July before declining 
moderately later in the quarter. He said that the FNMA successfully added large volumes of high- 
yielding assets to its portfolio during this period of record interest rates, and substantially increased the 
fees it charges for commitments under its programs. These steps, he said, will have a long-term, 
positive influence on the Association’s results, but he noted that they were insufficient to offset the 
corporation’s exceptionally high costs of money during the third quarter. 


HUD, VA Cut Single-Family Interest Rate Ceiling by One Percent 


HUD Secretary Samuel R. Pierce, Jr., and VA Administrator Robert P. Nimmo have simultaneously 
announced a one percent drop in the maximum allowable interest rate for FHA insured and VA 
guaranteed single-family mortgage loans. Secretary Pierce cited improving market conditions as one 
reason for lowering the interest rate ceiling. The new maximum allowable rates are 16.5 percent for 
level-payment, single-family mortgages (down from 17.5 percent), and 17 percent for Graduated 
Payment Mortgages (down from 18 percent). 


HUD announced an across-the-board increase of one percent for all of its FHA mortgage insurance 
programs on September 14, the second ceiling hike by the Department within a two-month period. In 
announcing the one percent rate decrease, Secretary Pierce said: ‘‘Since our last adjustment. . . there 
have been some indications that market conditions are improving. The prime rate has been reduced, the 
Federal Reserve Board has cut the penalty surcharge on big banks that borrow frequently from the Fed 
from 4 to 3 percentage points, and short-term security yields have decreased.’’ He added that ‘‘one of 
the prime objectives of the President’s Economic Recovery Program is to lower interest rates 
significantly. This could be the start of that decline.”’ 


HUD Assistant Secretary for Housing-Federal Housing Commissioner Philip Winn, pointing to other 
encouraging signs, said: ‘‘In response to improving market conditions, primary market lenders have 
reduced discounts charged to close 17.5 percent FHA loans to about one point. Since originators of the 
FHA home loans have traditionally required a minimum of | to 2 points to protect against early default, 
it is unlikely that the level of points will be reduced much further even if market rates continue to fall.”’ 


He noted that the latest weekly poll of the 30 largest mortgage banking companies found that 82 percent 
of them were experiencing either a stabilizing or a loosening in the availability of funds. However, 97 
percent reported sluggish or declining demands for FHA home loans. “‘At the present 17.5 percent 
rate,’” he said, “‘many potential home buyers are priced out of the homeownership market. Lowering 
the rate from 17.5 to 16.5 percent will enable many more households to qualify for FHA/VA home 
loans.”’ 


Both Secretary Pierce and Assistant Secretary Winn said HUD would continue to monitor the mortgage 
market closely and will adjust rates on FHA insurance programs as necessary. 


Nuggets 


According to the Wall Street Journal, a French home construction company has started building homes 
in Florida and its product promises to become a growing business. The company , Societe des Maisons 
Phenix, names its houses after fruits of the vine (Cabernet, Beaujolais, Chablis) and sells them for 
prices ranging from $30,000 to $47,000. The houses are constructed of steel and concrete and can be 
bolted together by three workers in a matter of days. The company built 17,000 units in Europe last 
year. While it has sold only 45 houses in Florida thus far, it expects to close 100 deals by the end of the 
year and hopes to erect some 360 houses yearly by 1983. 


The Internal Revenue Service has announced that delinquent taxpayers will be charged 20 percent 
interest on all outstanding bills beginning in February 1982. The penalty interest rate currently is 12 
percent. The higher rate will comply with the recently enacted tax law which requires that the rate be set 
each October to match the average prime rate for the preceding month. The IRS said it will pay a 20 
percent penalty to those who overpay, but noted that the new rate does not apply to refunds due 
taxpayers in the normal aftermath of a filing. 


The Federal Home Loan Bank Board (FHLBB) has agreed to amend its rules to permit savings and 
loan associations to offer balloon mortgages to prospective home buyers in amounts up to 95 percent of 
the value of the home. A balloon loan generally is a short-term loan that requires a borrower to make 
monthly payments at a smaller level than would be needed to repay the loan in full at maturity. When the 
loan matures, however, the borrower must either pay off the balance or refinance it. Earlier, balloon 
mortgages were limited to 60 percent of the value of a home and borrowers were required to make a 
downpayment of at least 40 percent. 


A Manhattan, New York, development corporation recently reported that more than 2,000 persons 

showed up on a single day to apply for 126 apartments it was about to rent. The apartment tenants will 
receive Federal rent subsidies. The crowd became so anxious that some 20 police officers were required 
to maintain order. The applicants were drawn to the scene by advertisements in the press and on radio. 


The National Council of the Housing Industry (NCHI) and Builder Magazine have announced a 
special project to provide builders with detailed marketing information on housing design of the 1980’s. 
The NCHI and Builder say that several surveys have already been conducted relating to consumer 
desires and preferences and the information gained will be used in designing and building an ‘‘idea 
home’’ in time for the 1983 annual convention of the National Association of Home Builders 
(NAHB). The magazine is the official publication of the NAHB. 





FYI 


National Association of Home Builders (NAHB), Seminar on How Passive Solar Increases New 
Home Value, Tampa, Fla., November 16-17, 1981. Details: NAHB, 15th & M Streets, N.W.., 
Washington, D.C. 20005 (202/822-0347). 


Partners for Livable Places, Seminar on New Life for City Centers, Washington, D.C. , November 19, 
1981. Details: Partners, 1429 - 21st Street, N.W., Washington, D.C. 20036 (202/887-5990). 


Community Associations Institute (CAI), Course (M150) being offered in management practices, 
Arlington, Va., November 20-22, 1981. Details: CAI, 3000 South Eads Street, Arlington, Va. , 22202. 


National Association of Home Builders, Seminar on Build Yourself a Small Shopping Center, 
Orlando, Fla. , November 23-24, 1981. Details: NAHB, 15th & M Streets, N.W., Washington, D.C. 
20005 (202/822-0347). 





Significant Litigation 


Oak Ridge Branch NAACP, et al., v. The City of Oak Ridge, Tennessee, et al., No. 3-81-370 (E.D. 
Tenn., Div., filed July 16, 1981) 


The local NAACP chapter and a low-income black resident of Oak Ridge, Tennessee bring this suit on 
behalf of all lower-income minority residents who have been or will be unable to secure decent, safe and 
sanitary housing in Oak Ridge. Plaintiffs assert that defendants, the City of Oak Ridge, the City 
Council, the Oak Ridge Housing Authority, HUD, DOE and GSA, have violated the Fifth and 
Fourteenth Amendments to the Constitution, Title VI of the 196+ Civil Rights Act and Title VIII of the 
1968 Civil Rights Act, by restricting assisted housing in Oak Ridge to identifiable minority areas and by 
failing to approve and construct assisted housing outside of areas of minority concentration. Plaintiffs 
seek an order prohibiting HUD from recapturing unspent public housing funds, and an order 
prohibiting the City of Oak Ridge from impeding construction of low-income public housing in the city. 


Jancie Kenney, etal. v. City of South Charleston, et al., No. 80-2447 (S.D. of W. Va.) Memorandum 
Order 


The court has denied the request of an individual property owner, brought on behalf of himself and other 
local residents, to intervene in an action brought by low-income persons seeking to compel the City of 
South Charleston to approve a site for construction of public housing. The property owner claimed that 
he and others would be ‘‘adversely affected’’ by construction and operation of the proposed low- 
income housing project. The court found that none of the requirements of intervention had been met: the 
application was not timely, the applicant did not possess a protectable interest relative to the property , 
disposition of the action would not directly impair any interest of the applicant, and the applicant’s 
interests were not inadequately represented by the existing parties to the suit. 


Published weekly by the Publications and Information Division, Office of the Assistant Secretary for Administration, U.S. Department of 
Housing and Urban Development. . . Samuel R. Pierce, Secretary. . . Charles Sharpe, Editor. . . Subscription rate $23.00 per year, 
domestic. . . $28.75 foreign. Address all communications regarding the subscriptions, change of address, etc. to the Superintendent of 
Documents, Washington, D.C. 20402. The Secretary of HUD has determined that the publication of this periodical is necessary in the 
transaction of the public business required by law of this Department. Use of funds for printing this periodical has been approved by the 
Director of the Office of Management and Budget through September 30, 1982. 


UNITED STATES ase =e 
GOVERNMENT PRINTING OFFICE ST-CLASS MAIL 


Public Documents Department US san S eee os 
Washington, D.C. 20402 a E EN NTING OFFICE 


PERMIT NO. G-26 


Official Business 
Penalty for Private Use, $300 


HUDNLUNIVOOOOU DS 0622 F 
UNIV OF UTAH 

MARRIOTT LIBRARY 

SALT LAKE CY UT 84112 


HUD NEWSLETTER 
November 9, 1981 
HUD-318-513-ASI 








